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Hu-shen 300 Index, which is established according to scientific rule and 
method, has a very good representation of China’s Stock Market. It is composed by 
300 stocks, all of which have good fluidity and representation. The arisen of stock 
index futures based on Hu-shen 300 index will definitely enrich the investment 
products of our country, and affect the circulation of securities business. Arbitrage is 
one of the most important applications with stock index futures. With arbitrage, the 
price of stock index will return to reasonable levels. As a result, arbitrage is a 
significant hinge between futures market and spot market. By reciprocity, the futures 
price will regress to the spot price, and the latter will regress to its real value. It is 
how price-discovering of arbitrage operates, and with this function, the stock market 
will become more and more mature.  
Based on spot market and traits of Hu-shen 300 index, this paper studies the 
future-cash arbitrage of Hu-shen 300. By investigating the rules of Hu-shen 300 
index and figuring index formulae, we can calculate the influence of Adjusting 
events on the index. In addition, the paper discusses how to utilize the affection of 
these events to profit in futures market. This is the innovation and objective of this 
paper. The structure of the article: 
The concepts of index arbitrage and the development in China and abroad are 
elaborated in the first two chapters. And we also list out the structure and trait of this 
paper. The following chapter is the base of this paper. It introduces the theory of 
index arbitrage, which contains foundation knowledge about index futures, 
establishing rules and traits of Hu-shen 300 Index, and futures contract of Hu-shen 
300. The forth chapter chooses whole sampling as the way of constructing stock 
combination, and tests its profitability and risk. The fifth chapter quantities the effect 
of the adjusting events starting with the establishment rules of Hu-shen 300 index, 
and analyses the opportunities for arbitrage. These two chapters are the key points of 
this paper. The sixth chapter analyses the arbitrage opportunities on the initial stage 
after the index futures arising in Taiwan and Hong Kong, then forecasts the situation 
of our country after stock index future extrusion. 
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